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The Manchester Guardian has compiled a table of small investment which is less attractive in the United 
Novem interest rates in six sterling area countries, similar to the | Kingdom, where the yield is slightly over 3 per cent, 
table showing the cost of money in seven Western Euro- than in other sterling area countries. Ceylon offers 
ucts pean countries (see this News Survey, Vol. V, p. 157). 3-1/3 per cent, India and South Africa over 4 per cent. 
hat ex- § In interpreting the table it is necessary to take into ac- Part of the explanation of the comparatively favorable 
house § count variations in taxation rates and in the stringency _ rates for borrowers in sterling area countries with an 
et rate § of physical controls. Some of the rates quoted, e.g., on _ acute stringency of capital is that their Governments are 
covered § trustee savings deposits, are also payable only on sums _ still financing their own borrowing more cheaply than 
s, bone § not exceeding a given limit. the U.K. Government is able to do. Only in Australia 
ed with The Manchester Guardian points out that not all traces (and this is a recent development) is the yield on long- 
cchange § of cheap money policies, which so discourage savings, term government securities higher than in the United 
prefer. § have yet disappeared. Some countries offer certificates Kingdom. 
or bonds which are roughly the equivalent of the U.K. Source: The Manchester Guardian, Manchester, England, 
ded the § National Savings certificate, and this is the only type of November 3, 1952. 
nb, and 
in the Europe and the risk of dissipation of hard currency resources. 
rgentine It has been easier to resolve this dilemma for commodi- 
sr 1952. § U.K. Commodity Markets ties produced within the sterling area in quantities suffi- 
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In considering the re-establishment of the organized 
market facilities which helped to make the United King- 
dom an important center of entrepét trade before the 
war (see this News Survey, Vol. V, p. 93), the main 










cient to leave a surplus for export, and the markets have 
accordingly been reopened for tin, rubber, wool, shellac, 
and cocoa. Private trading in zinc is to be resumed at 
the beginning of 1953. 


ay be problem has been to devise means of giving dealers suffi- The Raw Cotton Commission, established in 1947, had 
inion. cient freedom to enable the market to operate efficiently, | operated as the sole authority for importing, holding, 
. _ and at the same time avoid any additional demand for _and distributing all raw cotton required by U.K. spinners 
of the 
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hard currencies. No facilities could be countenanced 
that might open doors to avoidance of the restrictions 
on transfers of funds to countries outside the sterling 
area or the requirements for bringing all available for- 
eign currency resources into the central pool. A balance 
has to be struck between the “invisible” earnings to be 
foreseen, along with any other advantages to be gained, 


and other users, and for re-exporting cotton. Last De- 
cember, however, a committee was appointed by the 
Board of Trade to reconsider these monopoly arrange- 
ments, and it made new suggestions which have since 
been accepted by the Government. Spinners are now 
allowed each year to exercise an option of either con- 
tinuing to effect their purchases through the Commission, 
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or of “contracting out,” i.e., of making their own arrange- 
ments for the import of some or all of the growths of 
cotton they require. Those spinners who choose to buy 
their cotton privately are given foreign exchange “entitle- 
ments” by a trade body known as the Cotton Entitlement 
Organization. To assist in creating a spot market in the 
United Kingdom and to enable spinners to sample cotton 
before buying, approved cotton merchants may now im- 
port cotton on consignment from non-sterling sources 
under open general license. The licenses carry no right 
to foreign exchange; exchange is made available only 
against the surrender of a valid “entitlement.” There 
are no restrictions on the import of cotton from sterling 
sources. These new arrangements came into operation 
on September 1, and the Government estimated that at 
the outset of the scheme about 30 per cent of Britain’s 
cotton ~ requirements would be imported on private 
account. 

Schemes for the reopening of the London markets in 
rubber in November 1946, tin in November 1949, cocoa 
in January 1951, and lead in October 1952 were also 
accompanied by new methods of exchange control. 
Approved members of each market organization can 
import into Britain under open general license from any 
part of the world. Some sales can be made without 
formality, but others require prior approval of the 
Exchange Control, and proceeds for re-exports must 
always be through approved channels. Each trader must 
segregate receipts and payments into a special banking 
account on which regular returns must be submitted 
once a month to the Bank of England. While responsi- 
bility for preserving discipline rests on the markets them- 
selves, the Bank of England scrutinizes operations and 
retains the right to withdraw or alter facilities. For in- 
stance, it recently drew the attention of the market to 
transactions in tin on behalf of continental traders which 
were objected to on exchange control grounds. 

Recent remarks by: the Minister of Food suggest there 
is no early prospect of reopening the grain markets. 
Since last August private traders have been allowed to 
import about half the coffee needed for domestic con- 
sumption, the balance being supplied by the Ministry of 
Food which has long-term contracts with Colonial plant- 
ers. Since October, sugar refiners have been able to 
import raw sugar for refining and for re-export to hard 
currency and certain other areas. Thus, over a wide 
range of commodities, market arrangements are being 
re-established and private imports permitted. The per- 
centage of total U.K. imports which is brought into the 
country on government account will show a further sub- 
stantial decline this year as a result of recent relaxations. 


Source: Midland Bank Ltd., Midland Bank Review, Lon- 
don, England, November 1952. 


Belgian Treasury and National Bank Relations 

According to a new arrangement between the National 
Bank of Belgium and the Belgian Treasury, the Bank 
has agreed to finance the additional credit of Bfr 2,150 
million (US$43 million) extended last July to the Euro- 
pean Payments Union by Belgium (see this News Survey, 
Vol. IV, p. 399). Under an earlier agreement, the 
National Bank had financed a maximum of Bfr 10,065 
million of credits to EPU, which represented the credit 
portion of Belgium’s original quota in EPU. Since the 
Treasury had been obliged to advance out of its own 
resources Bfr 4,731 million of credits to EPU (as of 
November 20, 1952), the new arrangement will ease the 
Treasury’s position by liberating part of its resources 
tied up in EPU financing. 

Furthermore, the Belgian Treasury has decided to dis- 
count with the National Bank the remainder ($30 mil- 
lion) of the stand-by credit arranged with the Inter- 
national Monetary Fund last June (see this News Survey, 
Vol. IV, p. 397). The Treasury had already discounted 
with the Bank $20 million of this credit in the last two 
months, in order to procure Belgian francs and thus 
ease its tight position. This discounting did not involve 
any drawing of dollars from Fund resources, but was 
purely a domestic operation between the Belgian Treas- 
ury and the National Bank. 

Sources: Agence Economique et Financiére, Brussels, 
Belgium, November 11 and 29, 1952. 


Belgian Loan Issue in Switzerland 


The Belgian Government has concluded with a group 
of Swiss Banks a 4 per cent twelve-year loan of Sw fr 50 
million (US$11.6 million). These bonds were offered 
at par on the Swiss capital market between November 26 
and December 3. They will be officially quoted on the 
Swiss Stock Exchanges. 

The loan will be used by the Belgian Treasury: to 
finance the 1953 budget, particularly the expenditures 
on the enlargement and modernization of Belgian ports, 
canals, and roads. The loan, however, represents only 
about one fifth of the sum recently stated by the Minister 
of Finance to be needed from abroad for financing Bel- 
gium’s extraordinary budget, especially for the fulfill- 
ment of her obligations under the North Atlantic Treaty. 

Both the transfer of the proceeds of the new loan and 
the payment of interest and amortization will be effected 
outside the European Payments Union or any other 
bilateral or multilateral payments agreement. 


Sources: Agence Economique et Financiére, Brussels, 
Belgium, November 19, 1952; The Financial 
Times, London, England, November 21, 1952; 
Neue Ziircher Zeitung, Ziirich, Switzerland, 
November 23, 1952. 
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Norway's Balance of Payments 

Norway’s balance of payments on goods and services 
showed a surplus of NKr 270 million (US$38 million) 
for the first nine months of this year, compared with a 
surplus of NKr 130 million in the same period last year. 
The main part (NKr 230 million) of this year’s surplus 
was accumulated in the first quarter, while in 1951 the 
whole of the surplus was accumulated in the third 
quarter. The surplus in the second, and also in the third, 
quarter this year was only NKr 20 million. Export 
earnings dropped from NKr 1,123 million in the first 
quarter to NKr 845 million in the third, and net freight 
earnings declined from NKr 595 million to NKr 490 
million. While the value of imports in the second quarter 
was slightly greater than in the first, there was a decline 
in-the third quarter. 

In the first nine months of last year Norway received 
some NKr 330 million in aid under the ERP program; 
the aid this year amounted to NKr 55 million. 

Source: Statistisk Sentralbyré, Aktuell Statistikk, Oslo, 
Norway, October 31, 1952. 


Swedish Exchange Market 

The Bank of Sweden announced that, effective Novem- 
ber 24, the official spot rates quoted for sterling would 
be widened from 14.47-14.50 kronor per pound to 14.37- 
14.60 kronor. Authorized foreign exchange banks are 
now permitted, within these limits, to set the rates ac- 
cording to demand and supply, but the buying and selling 
rates quoted by them on any given day cannot differ 
from each other by more than 0.03 kronor. If the cur- 
rent demand for sterling exceeds the supply, the banks 
may at any time buy sterling from the Bank of Sweden 
at 14.60; if the supply exceeds the demand, the banks 
may sell sterling to the Bank at 14.37. Even when the 
rate is between the two extreme limits, the Bank of 
Sweden may intervene, in order to regulate the market. 

The Bank of Sweden thus far has quoted forward 
rates for both sterling and U. S. dollars. In future, it 
will quote forward rates for only U. S. dollars. The 
foreign exchange banks will take over all forward ex- 
change transactions in sterling; they will be allowed to 
deal in forward exchange not only with their customers, 
but also between themselves and with banks in the 
United Kingdom, but they will no longer be able to 
cover themselves with the Bank of Sweden. 

The introduction of the new system is in line with 
the Bank of Sweden’s policy to reduce transactions that 
are not of a central bank nature. 


Source: Svenska Dagbladet, Stockholm, Sweden, Novem- 
ber 24, 1952. 


Middle East 
Prices in Egypt 


The Egyptian Government’s measures to lower and 
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control prices (see this News Survey, Vol. V, p. 144) 
caused sharp declines in the October indices of wholesale 
prices and the cost of living. The wholesale price index 
fell to 349.2 (June-August 1939 = 100), from 362.3 in 
September; and the cost of living index dropped to 
298.3, from 316.4. The price level reached a peak in 
January 1952, with the wholesale price index at 406.6 
and the cost of living index at 330.8. 
Sources: Al Ahram, November 18, 1952, and Economic 
Bulletin of the National Bank of Egypt, Vol. V, 
No. 2, 1952, Cairo, Egypt. 


French Investments in Egypt 


The French Government has announced that, with the 
authorization of the French Foreign Exchange Office, 
French capital equivalent to LE 418,000 was newly 
invested in Egypt during the period 1945-51. The yield 
of French investments in Egypt during the period 1945-51 
amounted to LE 6,657,000. 


Source: Le Monde, Paris, France, October 28, 1952. 


Saudi Arabian Monetary Agency 

The Saudi Arabian Government has announced that, 
effective October 22, 1952, the Saudi Arabian Monetary 
Agency put into circulation Saudi gold sovereigns (equiva- 
lent to 40 silver riyals) of the same weight and fineness 
as the British sovereign. Export of these sovereigns is 
forbidden. The export of foreign gold coins, however, 
is free, but is subject to customs regulations and an 
export license must be obtained from the Monetary 
Agency. The import of Saudi gold coins also requires a 
license from the Monetary Agency, and will depend on 
the quantity of coins involved. Profits accruing from 
the minting of gold coins will be added to the reserves 
of the Agency. 

The Monetary Agency has stated (1) that, in.its opera- 
tions with banks and authorized exchange dealers, it 
will buy and sell Saudi gold sovereigns at the rate of 
40 riyals per sovereign; (2) that, in its dealings with 
the public it will, for transactions of not less than 1,000 
gold sovereigns, sell at 40 riyals and 2 qurush and buy 
at 39 riyals and 20 qurush (the riyal consists of 22 
qurush), and that these quotations will hold unless there 
are important changes in the international prices of gold 
and silver; (3) that, in agreement with authorized ex- 
change dealers, it will take all necessary measures to 
prevent wide fluctuations in foreign exchange rates in 
the domestic market; and (4) that all banks operating 
in Saudi Arabia must register with the Agency and sub- 
mit a balance sheet of all their operations as of Septem- 
ber 30, 1952, and subsequently a monthly balance sheet 
of their exchange transactions. Moneylenders who wish 
to deal with the Monetary Agency must. declare their 
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capital and the approximate volume of their transactions. 


Source: Le Commerce du Levant, Beirut, Lebanon, No- 
vember 12, 1952. 


Establishment of National Bank of Kuwait 


Until recently, banking in Kuwait had been a monopoly 
of the British Bank of the Middle East, under a con- 
cession granted some years ago. The need for a domestic 
bank became evident, however, as increased oil produc- 
tion brought in: greater funds, in the form of royalties, 
and as business activity expanded as a result of increased 
entrepot trade with other countries, e.g., Saudi Arabia. 
Therefore, in full agreement with the British Bank of the 
Middle East, the National Bank of Kuwait has been 
established. The entire capital of £800,000, in shares 
valued in rupees—since the Indian rupee is the currency 
of Kuwait—has been subscribed by a group of wealthy 
Kuwait merchants. 

Source: The Financial Times, London, England, Octo- 
ber 29, 1952. 


Israeli Finances 


The deficit in Israel’s balance of payments in the first 
half of this year was greater than in the first half of 
1951, with the result that foreign exchange reserves have 
been almost exhausted. The deterioration in the balance 
of payments has been due mainly to increased imports 
owing to continued immigration and a higher rate of 
investment. The rapid increase in the currency in cir- 
culation has been checked by deflationary measures; 
government finances, however, continue to be in deficit. 


Source: Middle East Economist and Financial Service, 
Forest Hills, N. Y., October 1952. 


Syrian-Lebanese Trade 


In view of the renewed discussion of a possible eco- 
nomic union between Syria and Lebanon, Le Commerce 
du Levant has published estimates of trade between the 
two countries which show that Syrian exports to Lebanon 
in the first three quarters of 1952 totaled 93,900 tons, 
compared with 54,100 tons in the corresponding period 
of 1951. The increase is attributed to larger sales made 
possible by the facilities granted to Syria by the Syrian- 
Lebanese trade agreement of last February (see this News 
Survey, Vol. IV, pp. 256 and 264), and to bumper crops 
of wheat and barley. However, because of the general 
drop in prices, the value of Syrian exports in 1952 was 
only LL 40.4 million (US$18.4 million), against LL 43.6 
million in the corresponding period in 1951. 

Lebanese exports to Syria declined both in quantity 
and in value; in the first three quarters of 1952 they 
were 55,900 tons, valued at LL 11.8 million, compared 
with 69,100 tons, valued at LL 17.8 million, in the same 
three quarters of 1951. 


Lebanon’s trade deficit with Syria in the first nine 
months of 1952 was, therefore, LL 28.6 million, com- 
pared with LL 25.8 million in the corresponding period 
of 1951. The deficit would have been still larger if 
Syria had not prohibited for some time early this year 
all exports of livestock and samme (a type of butter) 
to Lebanon. 

Source: Le Commerce du Levant, Beirut, Lebanon, No- 
vember 15, 1952. 


Pakistan’s Import Policy 

The Government of Pakistan has announced the can- 
cellation of open general import licenses, which means 
that henceforth all imports into Pakistan will have to be 
licensed. It was pointed out that, although the balance of 
payments position was gradually improving, it was essen- 
tial to take adequate safeguards to assure that actual 
expenditure on imports would be as close as possible to 
estimates. However, it was added that this cancellation 
would not entail any difficulty in the importation of goods 
essential for industrial requirements. 
Source: The Times, London, England, November 24, 

1952. 


Jute Production in Pakistan 


Pakistan’s total yield of jute during 1952-53 is ex- 
pected to be 6.82 million bales, an increase of 7.8 per 
cent over the 1951-52 yield of 6.33 million bales 
(1 bale = 400 pounds). The higher yield is due to an 
increase in acreage, from 1.78 million acres in 1951-52 
to 1.9 million acres in 1952-53. 


Source: The Financial Times, London, England, Novem- 
ber 19, 1952. 


Far East 
India’s Food Imports 
India’s progress toward self-sufficiency in food is 
expected to continue in the coming year: food imports 
in 1953 will be only 2.5 million tons, compared with 
3.9 million tons in 1952 and 4.7 million tons in 1951. 


Source: Embassy of India, Jndiagram, Washington, D. C., 
November 28, 1952. 


Indian Government Aid to Tea Industry 


To relieve the slump in the tea industry, the Indian 
Government has exempted tea waste from excise duty, 
deferred payment of excise duty on other teas, and waived 
advance payment of the income tax by tea gardens. The 
provision of credit by the Government to tea gardens is 
being considered. 


Source: The Financial Times, London, England, Novem- 
ber 19, 1952. 
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Thailand’s Industrial Policy 
The Government of Thailand, realizing that its indus- 
trial plants are not sufficient to utilize the surplus raw 
materials produced in the country, has advised the Min- 
istry of Industry (1) to aid any private industry which 
has been in operation but has not sufficient capital to con- 
tinue; (2) to recommend that more industries, including 
cottage industries, be set up; (3) to establish, under gov- 
ernment ownership, the heavy industries needed in the 
country but for which private capital is not sufficient, 
these industries to be operated by competent private 
individuals under concession; and (4) to invite foreign 
capital to establish industries which neither the Govern- 
ment nor private individuals can operate. 
Source: Bank of Thailand, Economic and Financial News 
Survey (in Siamese) No. 44, Bangkok, Thailand, 
August 8, 1952. 


Hong Kong-U.S. Trade 


It was stated in Hong Kong on November 5 that the 
United States would recognize Certificates of Origin 
issued by the Hong Kong Government as the only docu- 
ment for goods imported from Hong Kong into the 
United States. Negotiations concerning the issue of these 
certificates are going on between the local authorities and 
the U.S. Consulate. The arrangement is expected to 
facilitate proof by U.S. importers of Hong Kong goods 
that goods of Chinese type processed in the colony are 
not actually of Chinese origin and, simultaneously, to 
revive Hong Kong exports of manufactured or fabricated 
products made of raw materials which have been tradi- 
tionally supplied by China. 

Source: Far East Trader, New York, N. Y., Novem- 
ber 19, 1952. 


Korean Reconstruction Agency 


The UN Reconstruction Agency has announced plans 
for spending, up to the end of June 30, 1953, some 
US$70 million on relief and reconstruction in Korea. 
Specific projects are being drawn up in consultation with 
the Government of the Republic of Korea and the United 
Nations Command. The largest item in the program is 
the expenditure of $14 million for imports of essential 
commodities, such as food, sawlogs, and fertilizers, which 
will be distributed or sold to Koreans through the Korean 
Government. Expenditures on imports of capital goods 
are to be $11.5 million. 

Other estimates are education, $8 million; power, 
$7.1 million; transport and communication, $7 million; 
harbor development and imports of railway equipment, 
$7 million; agriculture, $6.9 million; equipment and 
construction of essential housing, $3 million; sanitation 
and welfare, $2.5 million; rehabilitation of teaching 
hospitals and for mobile clinics and orphanages, $2.5 mil- 
lion; natural resources, $2 million. 
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Source: Far Eastern Economic Review, Hong Kong 


October 16, 1952. 


Japanese Exchange Loan for Indonesian Imports 


Under Japan’s Special Foreign Exchange Loan System 
established on February 25, 1952, interest rates on loans 
by the Bank of Japan to importers, to help them settle 
import bills, may range from 4 to 6 per cent per annum. 
The loans are made at the discretion of the Bank of 
Japan, and the interest will depend on the kind of import 
as well as the place from which the goods are imported 
(see this News Survey, Vol. V, p. 106). 

Ten different kinds of products will be eligible for 
financing, if bought from Indonesia; these are bauxite, 
tin ingots, crude oil and products, copra, kapok seed, 
peanuts, crude rubber, latex, palm oil,;-and lumber. The 
importers of these products can now depend upon the 
Bank of Japan, through the intermediary of their bankers, 
for funds to settle their import bills; the interest charge 
will be only 3 per cent per annum. ° One‘ third of the 
interest will be retained by the bankers, and the remain- 
ing two thirds will be paid to the Bank of Japan. As a 
rule, loans are for five to six months. A decision of 
October 14 by the Policy Board of the Bank of Japan 
grants the facilities to those who have arranged for the 
opening of import letters of credit on and after October 1 
of this year. Such facilities, when properly utilized, will 
make it possible for Japan to import from Indonesia 
goods valued up to about $30 million. 

Under a trade agreement signed August 7, 1952 be- 
tween Indonesia and Japan, Japan will export $55 million 
worth of goods against the import of $40 million from 
Indonesia in the year from July 1952 to June 1953. It is 
now estimated that the imports may fall about $10 mil- 
lion short of the goal, although the exports are likely to 
total far more than $55 million. 


Sources: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, October 11 and 18, 1952, and 


Bank of Japan, Fortnightly Letter, October 16, 
1952, Tokyo, Japan. 


Cotton Textile Situation in Japan 


Raw cotton consumption by spinning mills in Japan 
during the 1951-52 season totaled 1,800,000 bales, com- 
pared with 1,590,000 bales in 1950-51. Cotton imports 
in August 1952 amounted to 193,000 bales, which was 
57,000 bales more than July imports. Large shipments 
of Egyptian, Mexican, Ugandan, Sudanese, and Nicara- 
guan cotton more than offset declines in imports from 
the United States and Brazil. 

The increase in consumption was due to strong domestic 
demand for cotton textiles; output of cloth by inde- 
pendent weavers, most of whose production is sold in 
the local markets, was substantial. Exports of cotton 
textiles continued low. Because of Japan’s large accumu- 


186 INTERNATIONAL FinanciaAL News Survey, December 5, 1952 


lation of sterling, cotton textile exports to the sterling 
area were restricted last spring, and the restrictions were 
not relaxed until October (see this News Survey, Vol. V, 
p. 179). 

Japan’s largest annual export of cotton goods since the 
war was 1,200,000 square yards in 1950. The estimate 
for 1953 (made at the International Cotton Conference 
in Great Britain in September) is 1,100,000 square yards, 
out of a world total of 5,875,000 square yards. 

On September 30, 1952, there were 6,974,000 operable 
cotton spindles in the Japanese industry. The number 
actually operating in September was 5,545,000. 
Sources: The Journal of Finance and Commerce, Tokyo, 

Japan, October 15, 1952; Department of Agri- 
culture, Foreign Crops and Markets, Washing- 
ton, D. C., November 17, 1952. 


Philippine Government-Guaranteed Loans 


Government-guaranteed loans to new and essential 
industries in. the Philippines will. shortly be initiated 
throngh an Industrial Guarantee and Loan Fund to be 
created jointly by the Mutual Security Agency and the 
Philippine Council for U.S. Aid. A new 10 million peso 
account has been established in the Central Bank of the 
Philippines from the MSA counterpart fund of 
PHILCUSA. It will be used to guarantee up to 80 per 
cent of loans made by private financial institutions for 
projects contributing to economic development. It will 
also be available to purchase securities from financial 
institutions, in order to provide them with funds for 
specified loans. The administration of the Fund will be 
handled by the Central Bank which has proposed a 
schedule of priorities for projects that will receive assist- 
ance. This proposed schedule gives preference to such 
industries as power and fuel, chemicals and mining, and 
those producing for the domestic market. The program 
is planned for ten years, with provision made for extend- 
ing it. Additions to the initial capital will be made as 
required. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., November 17, 1952. 


United States and Canada 
Profits of U.S. Manufacturers 


Profit rates of U.S. manufacturers have been declining 
steadily from the high level reached in the third quarter 
of 1950. The annual rate of profit on stockholders’ 
equity (after taxes) in the second quarter of 1952 was 
10 per cent for all manufacturing industries, compared 
with 17.6 per cent in the third quarter of 1950. All 
industries shared in the decline except “transportation 
other than motor vehicles,” where the profit rate rose 
slightly. The largest declines, ranging from 60 to 80 per 
cent, were in the textile, lumber, rubber, leather, and 


primary iron and steel industries. Profits per dollar of 
sales also fell sharply, from 7.6 per cent to 4.2 per cent. 

The liquidity position of manufacturers worsened over 
the period. The ratio of cash and government securities 
to current liabilities declined from 1.00 in the third 
quarter of 1950 to 0.67 in the second quarter of 1952, 
while that of current assets to current liabilities fell from 
2.85 to 2.38. Declines in these ratios are attributed to 
business expansion in the face of a lower rate of rein- 
vested profits. 


Source: Federal Trade Commission and Securities and 
Exchange Commission, United States Manufac- 
turing Corporations (Quarterly Financial Re- 
port, 2nd quarter 1952), Washington, D. C., 
November 1952. 


STAFF PAPERS 


Volume II, No. 8, November 1952 
CONTENTS 
Inflation in Relation to Econom 
opment —.,. and I. G. Patel 
Competitive Depreciation 
W. R. Gardner and 8. C. Tsiang 


in the Fapedow. Bow Economic System 
Mladek, Sture, M. R. Wyczalkowski 


Currency Unification 
“~~ ee G. A. Blowers and A. N. McLeod 


Problems of Trade Indices for 
Latin America ...Earl Hicks and Leonello Boccia 


The Fund Agreement i in the Courts—II. .Joseph Gold 
Volume II consists of 3 numbers. Subscription, 


US$3.50, or approximately equivalent price in cur- 
rencies of most countries. Single issue, US$1.50. 


BALANCE OF PAYMENTS YEARBOOK 
1950-51 

This Yearbook is the fourth in the series that was 
started in 1949. The number of countries and ter- 
ritories covered has been increased from 59 in the 
1949-50 Yearbook to 65 in the current issue. The 
regional tables, in which the international trans- 
actions of a country are classified by major trading 
areas, have also been greatly expanded. 

A new feature in the 1950-51 volume is a table 
summarizing, on a dollar basis, the statements for 
the various countries. This provides a convenient 
means for reviewing balance of payments develop- 
ments in the world as a whole. 

To indicate changes in balance of payments posi- 
tions, the data are presented in a financing form, 
which takes account of the varying characteristics 
of the different national economies and shows how 
the balance of payments surplus or deficit has been 
financed. In addition, data are supplied in a standard 
form which is the same for all countries. 

Library buckram bound volume, $5.00; paper 
bound volume, $4.00. 289 pages. 

* ¢« + ¢# 
Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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Forecast of 1952-53 U.S. Raw Cotton Exports 


An official estimate of U.S. raw cotton exports in 
1952-53 indicates that total exports are not expected to 
exceed 3 million bales, a sharp decrease from the 1951-52 
exports of 5,519,000 bales. Much of the decrease is 
accounted for by the high level of stocks of raw cotton 
abroad. As of August 1, 1952, the carry-over of all 
growths of cotton outside the United States was 2,426,000 
bales larger than a year earlier; of this amount the carry- 
over of U.S. cotton abroad was 519,000 bales larger than 
in 1951. The improved price position of foreign sup- 
pliers is another reason for the decrease in demand for 
U.S. cotton. In 1951-52, U.S. prices were substantially 
lower than foreign quotations, but the price difference has 
decreased noticeably this year, so that foreign importers 
have partly shifted their demand to cotton from soft 
currency countries. 

MSA grants and Export-Import Bank loans will again 
finance a substantial share of U.S. cotton exports in 
1952-53. MSA grants approximate $140 million, which 
could buy close to 800,000 bales of cotton. Export- 
Import Bank loans have fallen well below those in 
1951-52; loans permitting the export of some 400,000 
bales of cotton are expected this season, whereas more 
than 700,000 bales of cotton were financed by loans in 
1951-52. 

Source: The Journal of Commerce, New York, N. Y., 
November 25, 1952. 


Canadian Gold Mining Subsidy 

The Canadian Government has announced an increase 
in the gold mining subsidy for the calendar year 1953. 
For the gold mines already being assisted under the 
Emergency Gold Mining Assistance Act the increase 
will amount to about Can$l per ounce. The proposed 
change will also extend the range of eligibility to include 
low-cost mines by lowering the specified minimum cost 
at which a subsidy is available, from.Can$22 to Can$18 
an ounce. The rates of subsidy received by individual 
mines will continue to differ according to production 
costs. The liberalization is expected to raise the annual 
amount of subsidy from the present figure of about 
Can$10.8 million to about Can$14.5 million in 1953. 
The reasons for the liberalization, given by the Minister 
of Finance, include a continuing rise in production costs, 
a steadily declining price received by the mines from 
sales to the Mint owing to the appreciation of the 
Canadian dollar exchange rate, and the actual closing of a 
number of mines in communities largerly dependent on 
them. The Mint price is now around Can$34.30 an ounce 
and the subsidy for all assisted mines averages about 
Can$3.50 an ounce. One effect of the increased subsidy 
may be to induce a number of gold mines to accept 
the subsidy instead of continuing their sales on the free 


market. 


Sources: The Globe and Mail, November 25, 1952, and 
The Financial Post, November 29, 1952, To- 
ronto, Canada. 


End of U.S. Embargo on Canadian Meat 


The U.S. Government has announced that Canadian 
meat and livestock will be admitted into the United States 
after March 1, 1953. Imports from Canada were pro- 
hibited in February 1952 following an outbreak of foot 
and mouth disease in Saskatchewan. It has been esti- 
mated that the embargo on Canadian meat led to a loss 
of exports of about Can$32 million. 

Source: The Globe and Mail, Toronto, Canada, Novem- 
ber 29, 1952. 


Latin America 
Costa Rican Budget Increases 

A bill presented to the Costa Rican Congress proposes 
that government receipts in excess of amounts budgeted 
should be assigned to various departments. The surplus 
in excess of original revenue estimates amounts to 8.9 
million colones; it includes receipts from the new 2 per 
cent ad valorem import duty which came into effect last 
August. 

The major appropriations from the additional revenues 
are 5 million colones for expenditures on the interamer- 
ican highway, 600,000 to the Ministry of Public Works, 
and 575,000 for the Pacific Railway. 

Source: La Gaceta, Diario Oficial, San José, Costa Rica, 
October 23, 1952. 


Peru's Cotton Exports in 1952 


Peru’s cotton exports in the period January to July 
1952 were 759,307 quintals, against 558,687 quintals in 
the comparable period of last year; for the entire year 
1952, exports are estimated at 1.6 million quintals. How- 
ever, the Camara del Algodén del Peru (Peruvian Cham- 
ber of Cotton) estimates that the decline in cotton prices 
from the peak prices in 1951 (for example, prices for 
certain types of Peruvian cotton declined from around 
$63 per quintal in July 1951 to $39 in July 1952) will 
reduce export receipts this year by about $40 million. 

While cotton exports to the United Kingdom have 
dropped from 38 per cent of total cotton exports in 
1951 to 13 per cent so far this year, France has purchased 
more than 30 per cent of the 1952 total and other Euro- 
pean countries have increased their imports. Continental 
Europe as a whole has taken 63 per cent of total Peruvian 
cotton exports this year. The Latin American countries 
also have increased their cotton purchases from Peru. 
Source: Camara de Comercio de Lima, Boletin Mensual, 

Lima, Peru, August 1952. 
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Canadian Investments in Peru 


Ventures Limited, of Canada, the holding company 
which during the past 25 years has emerged as one of 
the world’s largest mining enterprises, has formed a com- 
pany, Seaoil Ltd., for the purpose of exploring Peruvian 
petroleum prospects. Also, options on metal mines in 
Peru are held under the name of Consolidated Guayana 
Mines, Ltd. These options include the huge Santander 
zinc deposit owned by the Heller-Rosenshine interests in 
the Canta region of the Department of Lima, and the 
Agua Verde copper deposits, owned by local Peruvian 
interests in the Department of Ayacucho. Consolidated 
Guayana also owns a participation in the Chavin lead- 
zinc mine in the Huancayo region. 


Source: Andean Air Mail and Peruvian Times, Lima, 


Peru, October 17, 1952. 






Liberalization of Argentine Short-Term Capital Movements 


The Argentine Central Bank, in Circular 1642, has 
announced that certain capital imports in dollars and 
sterling made through foreign exchange banks and 
brokers no longer require the special authorization of, 
or consultation with, the Central Bank. The dollars and 
sterling may belong to persons or enterprises domiciled 
either in Argentina or abroad, and their countervalue in 
pesos may be freely invested or utilized in the country, 
without being subject to the control regulations usually 
applicable to peso funds of persons or entities domiciled 
abroad. 

At the end of one or more periods of 180 days, the 
dollar or sterling amounts may be freely retransferred 
abroad at the same rate of exchange applied to capital 
imports. When the owners of the funds are domiciled 
abroad, the yield of their investments may also be trans- 
ferred at rates ranging from 6 per cent annually for an 
investment of 180 days to 8 per cent for an investment 
of 900 days. The Central Bank undertakes to furnish 
the banks with the exchange needed for these remittances. 


The rate of exchange for the initial import of for- 
eign funds, for withdrawals, and for the remittances of 
earnings is that ruling in the free market on the day of 
the initial operation or of its renewal. 

The purposes of the new measure are to facilitate the 
inflow of foreign funds, in order to ease the pressure 
on Argentina’s balance of payments caused by a heavy 
import surplus, and also to-alleviate the shortage of work- 
ing capital of local firms which have overseas connections 
willing to finance them on the basis of the treatment 
and guarantees now established. 

Sources: The Review of the River Plate, Buenos Aires, 
Argentina, October 27, 1952; First National 
Bank of Boston (Buenos Aires Branch), The 
Situation in Argentina, Boston, Massachusetts, 
October 27, 1952. 


Other Countries 
Australian Import Restrictions 

In its announcement concerning the easing of restric- 
tions on imports from the non-dollar area and Japan 
from January 1, 1953 (see this News Survey, Vol. V, 
p. 172), the Australian Government stated that all debits 
to importers’ quotas for goods from these sources will be 
canceled as of January 1. The effect of the decision 
will be to free traders from the obligation to include 
arrears of orders in their quarterly quotas, as they were 
required to do when import cuts began in March. How- 
ever, the increased availability of consumers’ goods in 


Australia will probably not be felt until about the middle 
of next year. 


Source: The Times, London, England, November 15, 
1952. 


Australian Meat Exports 


The U.K. Ministry of Food has announced that prices 
to be paid by the United Kingdom for Australian beef 
and veal during the year ending September 30, 1953 
are to be increased by 20 per cent. The Australian Gov- 
ernment expects that meat shipments in the coming year 
will be substantially higher than in 1951 and 1952. 
The Ministry had already announced last August that 
prices for Australian mutton and lamb would go up by 
161 per cent for the 1952-53 season. Under the long- 
term agreement with Australia, changes in the prices for 
meat are related to variations in the cost of production 
in Australia. 


Source: The Financial Times, London, England, Novem- 
ber 5, 1952. 


Repatriation of West African Currency 


The Government of Nigeria has decided no longer to 
permit the repatriation of West African currency notes 
through local correspondents of U.S. banks. 


Source: National Foreign Trade Council, Summary of 
Current Activities, New York, N. Y., Novem- 
ber 1952. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- . 
tial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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